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The Journal of Accountancy 
Official Organ of the American Institute of Accountants
a. p. Richardson, Editor
EDITORIAL
The first break in the ranks of past 
presidents of the American Institute of 
Accountants occurred on November
25th when Waldron Holmes Rand died at his home in Massa­
chusetts. Mr. Rand was president of the Institute from Septem­
ber, 1918, to September, 1920, that crucial time at the end of the 
great war when the country, all the world indeed, was struggling 
to its feet. He was active in the affairs of his state society also 
and served that organization as president and in other official 
capacities. In practice he followed the principle which is, per­
haps, most ideal. He preferred a comparatively small but care­
fully chosen clientele and his relationship with clients was direct 
and happy. But everyone who knew him—and who in the pro­
fession did not know him well by reputation if not in person?— 
will remember him first as a fine example of what a professional 
gentleman should be. He was as well loved as any member of 
the Institute. His invariable cheeriness, his catholic friendliness, 
his faithful adherence to what he believed to be right, his daunt­
less defiance of age—these are the things which are written in the 
book of his life. His going leaves a void which will remain. For 
all such men as he the world should be grateful. They serve well 
and wisely, and when they pass to the undiscovered country they 
leave a memory of pleasantness and peace.
To Promote Selective 
Publication
The American Institute of Accountants 
and The Century Company of New 
York have entered into an agreement 
which will have a substantial and, we believe, beneficent influence
upon the future literature of accountancy. By the terms of a con­
tract signed by both parties on November 30, 1929, the Institute 
undertakes to encourage the writing and editing of technical 
works and the publishing company assumes the duties involved 




prehensive and seems to include every needful provision which 
will make possible a plan of publication that will be eminently 
desirable. In the early days of accountancy there was a lamen­
table scarcity of authoritative texts, and the desire to supply the 
wants of accountants led authors and publishers into a somewhat 
unreasoning and indiscriminate activity. As a result a good deal 
of almost worthless stuff has issued from the presses to the detri­
ment of the many worthy volumes which have appeared from 
time to time and to the utter bewilderment of the buying public. 
Whenever there is a cataract of publication, as there has been 
lately in accountancy, innocent but attentive folk are in peril of 
being overwhelmed. How can anyone not gifted with an 
inspired sense of relativity be expected to know when to buy and 
when to refrain from buying? Inasmuch as such inspiration is 
rare, the truth is that nearly every accounting office has in its 
library, however limited, many a book which serves no purpose 
other than to stop a gap to keep the wind away. Most of the 
reputable publishing houses have restricted their lists to avoid 
the unworthy, and as time goes on the foolishness of publishing 
merely for the sake of publication will impress itself upon even 
the most fecund sources of literature. There has been, however, 
and probably will always be demand for a system of book publica­
tion which by its nature will tend to exclude everything that lacks 
a sound reason for existence. This does not mean that the plan 
now under discussion will conflict in any uncommon way with the 
efforts of other publishing concerns; but when a house of the 
unexcelled reputation which The Century Company has enjoyed 
a generation or more and a professional organization of the high 
standing which is the unchallenged right of the American Insti­
tute agree that a text is worth publication it seems wholly justi­
fiable to conclude that such a book should be read and retained for 
future reference. Many members of the Institute have urged 
the adoption of a more inclusive and vigorous scheme of book 
publication, but heretofore the way has not seemed clear. Now, 
plans have been carefully considered and are to go into effect at 
once. A policy of liberal royalties has been adopted. The long 
established selling organization of The Century Company is well 
equipped to reach the potential buyer. The prestige of the In­
stitute and the known integrity of The Century Company offer 
an earnest of good results. The business should be profitable, 
but whether great returns accrue or not the venture is to be com­
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mended as the means to a rigidly selective method of publication. 
The agreement affects all books published by the Institute and its 
subsidiary companies but does not apply at present to The Jour­
nal of Accountancy or the Bulletin of the Institute. They will 
continue to be published by The Journal of Accountancy, Incor­
porated, which, as readers doubtless know, is owned by the 
Institute.
At the risk of a charge of too frequent 
reference to a matter of current interest 
it seems necessary to add something 
to the comments, which appeared in The Journal of Account­
ancy for December, 1929, concerning the pamphlet Verification 
of Financial Statements, written by the American Institute of 
Accountants and issued by the Federal Reserve Board first in 
May last year and subsequently reprinted to meet the constant 
demand. If apology for returning to the subject be needed, let it 
be found in the vast importance of a standard to which practice 
should adhere and from which departure may be measured. 
Evidence of the cordiality of the profession’s welcome to the newly 
revised pamphlet has recently been given by the Washington 
(state) Society of Certified Public Accountants. The full text of 
the society’s resolution on the subject appeared in the Bulletin 
of the American Institute of Accountants, December 16, 1929. 
In general effect the Washington resolution is similar to one passed 
by the California Society of Certified Public Accountants in July, 
1929. The principles laid down in the pamphlet for the guidance 
of accountants are adopted in the same way and stress is laid 
upon the importance of observing the instructions which the 
pamphlet contains. The resolution of the Washington society 
reads in part as follows:
Resolved, that the Washington Society of Certified Public 
Accountants determine that the minimum requirement for certi­
fication of financial statements shall be the standards set forth in 
the said pamphlet entitled Verification of Financial Statements 
(revised May, 1929); be it further
Resolved, that if said minimum requirements have not been 
observed in preparing said statements, each member of the Wash­
ington Society of Certified Public Accountants responsible for 
such certificate shall indicate on the balance-sheet or include in 
the certificate appended to said statements such qualifications as 





in said statements have not been satisfactorily verified; be it 
further
Resolved, that a copy of this resolution be forwarded by reg­
istered mail to every holder of a certified public accountancy 
certificate issued by the state of Washington; be it further
Resolved, that an appropriate committee of the Washington 
Society of Certified Public Accountants be empowered to adopt 
rules and regulations for the carrying out of the intent and spirit 
of this resolution, including the right to consider complaints and 
recommendations to the board of directors thereon; and be it 
further
Resolved, that a copy of this resolution be forwarded to such 
committee or association of the bankers of the state of Washing­
ton as will provide for information to the bankers of the state of 
the action here taken.
Standards to Protect 
Profession
The authors of the pamphlet must feel 
a deep sense of gratification at the 
almost universal approval which their 
work has encountered. During the course of many discussions 
which have taken place there has been unstinted praise, and while 
some accountants may hesitate to pass resolutions of formal and 
unqualified adoption it seems clear that the profession is ready 
to support the recommendations. As a further indication of the 
nature of the reception accorded the instructions it is interesting 
to learn that there has been only one letter received by the 
Institute in which serious exception is taken to any of the recom­
mendations. The hearty approval given by groups of account­
ants is probably based upon two main considerations. In the 
first place the profession doubtless recognizes that the pamphlet 
is an utterance of the best thought of some of the leaders in 
accountancy, and there is a laudable desire on the part of practi­
tioners as a whole to follow the example of men who are acknowl­
edged to be of high standing. There is, however, another senti­
ment which animates accountants in their willingness to adopt 
standard forms of practice. We refer to the protective effect 
which such forms produce. It may seem at first glance that any 
definite programme involves shouldering a heavy responsibility, 
but, on the other hand, it appears that where there is no pro­
gramme the practitioner is really carrying an even greater burden, 
for he then has no defense other than his personal opinion, which 
may be good or bad. As an illustration, let us consider for a 
moment the position of an accountant who is called upon to
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explain, perhaps in a court of law, why he has done certain things 
and left undone others. In cross-examination counsel for the 
opposing side will be able to turn to textbooks, magazine articles 
and other written matter which will be made to appear in direct 
antithesis to the opinions and acts of the accountant. There 
has been so much said and written about the principles of 
accountancy and their application to specific conditions that it is 
possible to find opinion for and against almost any conceivable 
theory. It is usual to see counsel tables in court piled high with 
accounting textbooks which are brought there for the purpose of 
demonstrating authority, whether the authors be competent or 
incompetent. In such circumstances the accountant may be 
somewhat embarrassed when he attempts to justify his own pro­
cedure in contravention of the imposing array of written words. 
But when there is something in print such as the pamphlet Veri­
fication of Financial Statements, written by unquestioned author­
ity and published by high official sanction, the accountant who 
has followed the instructions in such a publication is fortunate, 
for he can point with confidence to his authority and there is not 
a court in the land which will ignore that authority as an ade­
quate defense.
Standards also Assist 
Good Business
The protection afforded by the exist­
ence of standards may be further illus­
trated by a hypothetical interview be­
tween an accountant and a board of directors. Everyone who 
practises law, engineering or accountancy is somewhat familiar 
with the difficulties which may present themselves in reconciling 
the business notions of a directorate with the professional ethics 
which seem to the practitioner imperative. One may suppose 
that an accountant is requested by a board of directors to gloss 
over some signs of weakness which a full report would reveal. 
The directors probably say that these things are signs only and 
that inasmuch as the affairs of the company are in satisfactory 
condition it would be unfair to draw attention to little possibili­
ties which will never become realities. If the accountant has no 
standard by which to support his contention he may be placed 
in an awkward position and be compelled to withdraw from the 
case. But when the accountant can point to rules laid down for 
his guidance and can demonstrate that the profession as a whole 
follows such rules it is most improbable that any board of directors 
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with the slightest claim to respectability will attempt to induce 
a radical departure from standard practice. It will be seen, 
therefore, that while rules, instructions, programmes or whatever 
they may be called do imply the assumption of a burden of 
responsibility they relieve the practitioner of a far heavier load 
and make his going easy.
Time of Filing Income 
Reports
One of the perennial annoyances which 
interferes with the practice of account­
ancy is uncertainty as to the attitude of 
the department of internal revenue when questions of the time of 
reporting arise. There seems to be no valid reason why the 
department should place obstacles in the path of orderly practice, 
but it is true that from time to time someone in the bureau seems 
to lose sight of the great inconvenience which may be caused by 
apparently unimportant changes in the rules. The department 
recently issued a mimeograph, No. 3759, which so seriously threat­
ened to obstruct the accountant or other representative of the tax­
payer that the matter was brought by the committee on federal 
legislation to the attention of the executive committee of the 
American Institute of Accountants. A letter of protest was sent 
by the Institute to the commissioner of internal revenue and a 
reply was received promptly. We quote the following extracts 
from the letter of protest and from the commissioner’s answer, 
which appeared in the Bulletin of the American Institute of 
Accountants published December 16, 1929. The protest reads as 
follows:
“Members of the American Institute of Accountants view with 
much apprehension the instructions to collectors relative to 
extensions of time for filing income-tax returns contained in mime­
ograph No. 3759.
“As you are doubtless aware, public accountants are entrusted 
by a large number of their clients, both corporate and individual, 
with the work of preparing or reviewing their federal income-tax 
returns. In many instances the accounts of the year are not 
finally closed until they have been audited by the accountant. 
In some cases the accountant is required to write up the books of 
account and prepare the accounts of the client. This latter work 
is done principally for individual taxpayers, and in practically all 
cases the client prefers that the work be done at one time.
“Unfortunately for accountants, the bulk of their work is con­
centrated within the first two or three months of the year, and it is 
the general experience of accountants that because of the increasing 
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difficulty in obtaining temporary assistants during the busy 
season, it is becoming more burdensome each year to accomplish 
the work in the required time.
“ In arranging the work in the busy season, precedence is given 
to the auditing of accounts which have to be presented to stock­
holders at annual meetings which are to be held in the early part 
of the year. The auditing of accounts which do not require to be 
submitted until later on in the year is naturally deferred, so also 
is the work of writing up and preparing accounts of individual 
clients. This being the case, it is evident that the preparation of 
the tax returns of the last mentioned group will of necessity be 
delayed. Hence, extensions in these cases have, in the words of 
mimeograph No. 3759, been ‘habitually’ requested.
“So long as the conditions described above exist it will be neces­
sary for accountants to continue to request, on behalf of their 
clients, extension of time for preparing and filing a large number of 
their returns.
“The Institute therefore trusts that you will see your way clear 
to advise collectors of this condition of affairs and to instruct 
them to grant the desired extensions when requested by reputable 
accountants.
“If such extensions are not granted the result will be that 
returns, without supporting schedules, will have to be filed on the 
basis of estimated income and deductions. Then, at some later 
date, an amended return will be prepared, showing the correct 
taxable net income and the difference between the tax computed 
on this basis and on the first-mentioned basis will be paid by the 
taxpayer.
“So far as administration is concerned, it is certain that the 
state of affairs resulting from the filing of preliminary and amended 
returns will be much worse than that which has apparently caused 
the issuance of mimeograph No. 3759.
“The executive committee of the American Institute of 
Accountants is so impressed by the importance of this matter that 
it has ordered this letter written and signed by the Institute’s 
executive officers.”
The commissioner of internal revenue, in his reply addressed to 
the president of the American Institute of Accountants, 
acknowledged receipt of the Institute’s letter and said:
“You are informed that an extension of time will be granted 
as heretofore when there is an urgent necessity shown by the 
taxpayer for an extension of time for filing his returns. You will 
appreciate the fact that the government operates on the budget 
system and much depends on the payments received during the 
March filing period for financing during the remainder of the 
year. It is not practicable nor advisable to issue instructions to 
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collectors of internal revenue to grant an extension of time in 
every case upon a request for an extension. Each case must 
stand on its merits and there must be a real reason for granting 
an extension of time. I feel sure that in those instances where 
the request is reasonable the collectors of internal revenue will 
recommend favorable action.”
There is no doubt some force in the com­
missioner’s contention that the pay­
ments of income-tax during the March 
period are needed to carry on the operations of government, and 
it is readily understood that postponement of a substantial por­
tion of the March payments might cause inconvenience. But the 
commissioner seems to lose sight of the other side of the question. 
An accountant is not going to ask for an extension of time simply 
for the pleasure of making a request. There is nothing particu­
larly entertaining in the operation. Furthermore, the account­
ant is always anxious to file tax returns as soon as possible. It is 
to his advantage to get the matter out of the way at the earliest 
moment. However, he can not perform his duties to his clients 
if the whole mass of tax preparation is to be condensed into the 
period preceding March 16th. It is to the interest of government 
and taxpayer alike that the returns of income should be properly 
and accurately prepared. The commissioner says that there 
must be a real reason for granting an extension of time. We think 
there is a real reason for asking an extension of time and that seems 
sufficient reason for granting it. The reply of the commissioner 
is not satisfactory, and perhaps its most undesirable feature is 
found in the last sentence. When he says that he feels sure that 
collectors will grant an extension “in those instances where the 
request is reasonable” he opens the door to infinite misunder­
standing. Collectors of internal revenue may invariably be the 
most judicial of men, but who is to say that this case is reasonable 
or that case unreasonable? Discretion is not the better part of 
an officer’s duties. The collector of one district may differ from 
the collector of another district as to the meaning of that elastic 
word “reasonable.” It is to be hoped that in spite of the com­
missioner’s recent letter means will be devised which will produce 
ready response to requests for extensions. It is of the utmost 
importance to the machinery of taxation that there be coopera­
tion between all parts of the machine. Throwing pebbles of 
annoyance into the gears does not facilitate operation.
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While on the subject of taxation, it is 
pleasant to refer to the recent reduction 
in the rate of federal income-tax. Any 
reduction in taxation is acceptable in itself, but the present relief 
is peculiarly noteworthy on account of its non-partisan enact­
ment. One must go back to the days of the war to find a prece­
dent. Then, in the stress and turmoil, party lines were obliter­
ated and for the most part men voted for the good of the country; 
but with the coming of peace came also politics and the altruism 
of 1917 gave place to the selfishness of all the succeeding years. 
It required the urge of an administration probably the most non­
partisan in the history of the country to encourage congress to act 
nationally. A reduction of one per cent in the rate of taxation 
is a considerable stimulus to commerce and industry, but of even 
greater significance is the way in which the reduction was 
authorized.
50
A Parliamentary 
Paradox
